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(ITALY) KEY ECONOMIC INDICATORS: 12/80 


All values in U.S. $ million Exchange rates used (lire per dollar): 
and represent period averages 849 for current 1978 values; 831 for 


unless otherwise indicated current 1979 values; 805 for current 
1980 values; 625 for constant (1970) 
values 


Cumulative 
1980 (most 
recent data) 


Items and date 
of most recent data shown 


INCOME, PRODUCTION, EMPLOYMENT 
GDP at Current Prices (9/80) 261,919 323,548 2 300,911 
GDP at Constant (1970) Prices (9/80) 125,442 131,659 . 104,208 
Per Capita GDP, Current Prices (9/80) 4,618 5,685 i 5,279 
Plant, Equipment and Transport Investment at 
Constant (1970) Prices (6/80) 9,174 9,870 . 5,576 
National Income at Current Prices 215,390 269,921 
Indices: (Monthly Average) 
Industrial Production (1970=100) (9/80) 125. 133. ‘ 140.8 
Average Labor Productivity (1970=100) 108. 232% . 
Average Industrial Wage (1975=100) (8/80) 179. 2a m 270.8 
Labor Force ('000) (7/80) 21,730 22,075 . 22,801 
Average Unemployment Rate as % of 
Labor Force (7/80) Ts 7s a 


MONEY AND PRICES 
Primary Liquidity (MI) (7/80) 122,579 151,786 186,261 
Interest Rate (Central Bank) (11/80) 10. 152 16<5 
Prime Rate (11/80) 15. 19. 2138 
Indices: (1976=100) 
Wholesale Price (10/80) 126. 146. ; 180.2 
Cost of Living (10/80) 232. 153: . 195.3 


BALANCE OF PAYMENTS AND TRADE 
Total Official Reserves and Net Foreign 
Position of Commercial Banks (10/80) 16,594. 29,468. 47,452.9 
Balance of Payments (10/80) 8,241. 2,198. -5,254.9 
Balance of Trade (10/80) -427. -5,686. -13,345.1 
Exports, FOB (8/80) 55,414. Ji, 320% 50,468.6 
U.S. Share 3,987. 4,662. 2,677.9 
Imports, CIF (8/80) 56,408. 77,807. 63,82 3.7 
U.S. Share 37815. <r i 4,494.8 


Main Imports from U.S. (C.Y. 1970) Machinery and Equipment 50,445 M.T., $873.2; Chemicals 
,470,681 M.T., $696.6; Oil Seeds and Cakes 1,952.041 M.T., $555.8; Feeds and Grains 2,670,440 
-T., $398.2; Coal and Coal Products 4,420,283 M.T., $363.6; Typewriters and Calculators 3,555 
-T., $253.6; Paper Pulp, Paper and Manufactures 350,924 M.T., $153.7; Aircraft and Parts 
1,079 M.T., $153.0; Hides and Skins 36,855 M.T., $152.2; Sawed Wood 226,044 M.T., $137.4; Iron 
and Steel Scrap 900,566 M.T., $125.1; Electric Lamps 25,552 M.T., $67.5; Laminated Iron and 
Steel 87,580 M.T., $66.6; Petroleum Products 601,433 M.T., $59.3; Auto Parts 6,565 M.T., 
$51.1; Leaf Tobacco 10,324 M.T., $46.2; Copper and Copper Alloys 19,664 M.T., $41.9. 


1 
M 
M 


SOURCES: ISTAT (Italian Central Institute of Statistic), Bank of Italy, GOI Economic Report, 
Isco (Istituto Nazionale per lo Studio della Congiuntura). 





SUMMARY 


Throughout most of 1980, the Italian economy expanded at a vigor- 
ous rate--gross domestic product (GDP) through September was 5.1 
percent greater in real terms than that of the first 9 months of 
1979. For 1980 as a whole, real GDP growth now is estimated to be 
in the 3.5-4 percent range, reflecting an expected economic down- 
turn in the latter part of the year. Fixed investment has been 
the most dynamic component of demand this year (first half growth 
was over 10 percent in real terms). Consumption (including im- 
ports) also has increased at a rapid rate, while exports have 
declined. 


In 1980, there has been a sharp deterioration in Italy's external 
balances. The Government of Italy (GOI) estimates that the trade 
deficit will reach over $13 billion--an increase of $8 billion 
from 1979. The 1980 current account deficit is estimated at $7 
billion. A large part of the explanation for Italy's 1980 trade 
performance is that its economic growth has been out of phase with 
that of its major trading partners. Italian imports have increased 
at a brisk pace while export markets have been slack. In addition, 
the inflation rate differential between Italy and other EC coun- 
tries has undercut Italy's competitiveness. In 1980, Italian in- 
flation is expected to be above 20 percent. 


The Government's economic strategy has been to try to channel re- 
sources away from internal consumption towards investment and ex- 
port production through appropriate fiscal policies while main- 
taining the exchange rate within the current European Monetary 
System (EMS) parities. The implementation of these policies has 
been delayed, and, as a result, a restrictive monetary policy has 
been necessary to fill the policy gap. 


For 1981, the economic downturn is expected to persist through the 
first quarter with a recovery beginning in the second or third quar- 
ter. Overall GDP growth for 1981 is forecast to be less than 1 
percent, perhaps even negative. This slowing of economic activity 
should mean some improvement in the inflation rate and in the bal- 
ance of payments. 


DOMESTIC ECONOMY: RECENT DEVELOPMENTS AND SHORT-TERM TRENDS 


Overall Growth Patterns 


For the first 9 months of 1980, GDP grew at a 5.1 percent annual 
rate in real terms, continuing the strong expansion begun in 1979. 





Industrial production was particularly robust, with a 9.6 percent 
real increase in value added over the first half of 1979. The 
agricultural and service sectors also expanded, but at less than 
half of the industrial rate. Through September, total domestic 
demand was up 6.5 percent in real terms, led by gross fixed invest- 
ment, which increased at an 11.5 percent annual rate. Exports of 
goods and services, as measured on a national accounts basis, actu- 
ally decreased--down 2.8 percent in real terms, compared with 
January-September 1979. Imports of goods and services, reflecting 
the rapid growth in domestic aggregate demand and sharply higher 
international oil prices, increased 10.1 percent in constant terms 
from a year earlier. 


By mid-year there were signs that the Italian economy was slowing 
down. In May, the seasonally adjusted industrial production index 
fell back to the level of the previous fall, and then, after re- 
maining stable for several months, declined further. Capacity 
utilization decreased. Business surveys, taken over the summer, 
found some increase in inventories and widespread expectation, on 
the part of businesses, of an economic downturn. The Bank of 
Italy's (BAI) decision in September to increase interest rates was 
also expected to restrain the economy. For 1980 as a whole, the 
best estimates are that Italian real GDP will rise 3.5-4 percent. 


Sector Trends 


Despite the downturn over the summer months, the industrial produc- 
tion index for the first 9 months of 1980 was an average 8.1. per- 
cent above that of a year ago. The leading sectors were: trans- 
portation equipment with a 23.1 percent increase compared with the 
January-August 1979 index, mechanical equipment up 15.3 percent, 
nonferrous minerals up 12.3 percent, and metals with a 12 percent 
increase. Smaller increases were registered by the chemical, tex- 
tile, and food-processing industries. First-quarter automobile 
production averaged a very high 150,000 vehicles per month, but 
sales lagged, and, by the third quarter, there was a considerable 
inventory build-up. Industrial production, including construction, 
accounts for approximately 43 percent of GDP. 


In the agricultural sector (approximately 7 percent of total GDP), 
output for the first two quarters of 1980 increased at a 4.6 per- 
cent annual rate in real terms. Total agricultural production for 
1980 is expected to rise 1-2 percent, due to a 3 percent increase 
in livestock production, with little or no increase in overall crop 
production. Italy's food and agricultural trade deficit rose 
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sharply in 1980 with large value increases in wheat, sugar, and 
fish imports, while exports showed little growth. Through Septem- 
ber, this deficit totaled $5.1 billion, 36 above the corresponding 
figure for 1979. 


Gross fixed investment rose rapidly in the first half of 1980, in- 
creasing at an 11.9 percent real annual rate. Investment in 
equipment and vehicles was up 19.6 percent while construction rose 
5.7 percent. Production of investment goods increased 16.1 per- 
cent. 


Capacity utilization continued high through the first quarter of 
the year, averaging 77.7 percent, and then in the second quarter 
dropped slightly to 76.6 percent. Over the period beginning with 
the fourth quarter 1979 through second quarter 1980, capacity 
utilization was at its highest rate since 1974. 


Wages and Unemployment 


Unemployment declined during the first half of 1980 from 7.7 per- 
cent to 7.5 percent (seasonally adjusted). In addition, there was 
a 23 percent drop in unemployment payments (measured in hours) for 
the January-July period, as compared with the corresponding period 
in 1979. Total employment increased in the industrial and service 
sector, while there was a slight decrease in agricultural employ- 
ment. More than three-fourths of the unemployed were under 30. 
Women and residents of southern Italy also accounted for a dispro- 
portionate share of the unemployed. 


In 1980, unlike the preceding year, relatively few major wage agree- 
ments were up for renegotiation. Thus, through the first half of 
the year, less than half as many hours had been lost due to labor 
disputes as in the same period in 1979. In September, however, a 
bitter dispute erupted over the proposal by Fiat, Italy's dominant 
car manufacturer and largest private corporation, to lay off a 

large number of workers. Production at that company's Turin plant 
was virtually halted for a month until the problem was settled. 


In July, the hourly wage index for blue collar workers was 11 per- 
cent above the 1979 yearend figure. This increase is in large part 
due to increases determined by the cost-of-living index for wage 
earners ("Scala mobile"). For the year, this index rose 38 
"points" with each point worth 2,389 lire a month. The increase 
for 1979 was 28 points. 





Inflation 


Inflation, as measured by the cost of living index, continued above 
a 20 percent annual rate for the first 10 months of the year. The 
October index was 16.9 percent above the level of the previous De- 
cember. There was some slowdown in the rate of price increases 
during the second quarter but in July-October the monthly increases 
accelerated again and averaged almost 2 percent. Wholesale prices 
have been rising at a slower rate; through October, there was a 
16.6 percent increase in this index from a year ago. 


With an expected slowdown in the economy in the latter part of 

1980, there should be some easing of inflationary pressures. 
Nevertheless, the cost-of-living index increase for 1980 (meas- 
ured on a December/December basis) is expected to exceed 20 percent. 


BALANCE OF PAYMENTS 


Complete data for the balance of payments are available only 
through the first quarter of 1980. These included the following: 
balance of trade, f.o.b. basis, $3.2 billion deficit; services 
$300 million surplus (includes net tourism earnings of $834 mil- 
lion); unilateral transfers $349 million surplus; current account 
$2.5 billion deficit; capital account $1.0 billion surplus; overall 
balance of payments $2.2 billion deficit. Preliminary trade data 
are available through September (customs basis, exports f.o.b., 
imports c.i.f.) which indicate a $16.2 billion deficit (includes 
$14.2 billion of crude oil imports). Data through July indicate 
that, relative to January-July 1979, imports increased by 5.8 per- 
cent in volume terms while exports dropped by 3.7 percent. For 
the same period, import unit value in lire increased by 32.3 per- 
cent, while export unit value increased by 22 percent indicating a 
sharp deterioration in Italy's terms of trade. This is essen- 
tially attributable to a more than 70 percent increase in the 
import price of crude oil. Preliminary figures (payments basis) 
through June indicate that the net balance for services and trans- 
fers is up about $500 million from the same period of 1979. In- 
cluded in this is a reduction in net tourism earnings of over $150 
million entirely attributable to increased expenditures abroad by 
Italians. Emigrants remittances show an increase of slightly over 
$100 million. 


GOI estimates were for a 1980 current account deficit of about $7 
billion including a $13 billion trade deficit (f.0.b. basis) and a 
$6 billion surplus on services and transfers. Other than the huge 
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increase in the oil bill, the main explanation for Italy's worsened 
external account is the fact that its growth rate is higher than 
that of its major trading partners. Thus, imports have remained 
high, and exports, facing weak foreign demand, have actually de- 
clined in volume terms. In addition, Italy's higher-than-20 per- 
cent inflation rate has caused it to lose export competitiveness. 


The money account (below-the-line monetary movements) of Italy's 
balance of payments recorded a deficit through September of almost 
$5.3 billion, compared with a surplus of $2.5 billion for the same 
period of 1979. This large deficit in 1980 has been financed pri- 
marily by an almost $4 billion increase in the net foreign indebt- 
edness of commercial banks and a reduction in holdings of convert- 
ible foreign currency of over $900 million. However, through 
September 1980, Italy's net official reserve position had increased 
by over $22 billion--mainly the result of an almost $19 billion 
increase in the value of the gold stock, which is revalued quar- 
terly to reflect market prices, and an almost $4 billion increase 
in ECU holdings, which is also largely attributable to gold price 
developments. However, Italy's overall net reserve position only 
increased by a little more than $18 billion during the period, re- 
flecting the $4 billion increase in commercial banks' net indebted- 
ness. 


While defense of the value of the lira within its EMS margins has 
been a consistent GOI policy, the lira on a trade-weighted basis 
depreciated by about 5 percent during the first 10 months of 1980. 
Against the dollar, the lira moved from just under 800 lire at the 
beginning of the year to over 900 lire for a short period in March, 
to an average of slightly over 830 lire in July and August, and to 
levels again exceeding 900 lire in late October. The lira came 
under speculative attack twice in 1980, first in June and again in 
September during a government crisis. However, in both instances 
the monetary authorities were successful in implementing measures 
that ended the heavy pressure on the lira. It is of interest to 
note that movements against. the dollar were not correlated with a 
general weakness (strength) of the lira. Indeed, in each instance 
the weakening (strengthening) of the lira against the dollar has 
tended to be less than that experienced by the other major EMS 
currencies. The corollary is that the lira, while strengthening 
against the dollar, would tend to weaken against the other major 
currencies and, while weakening against the dollar, maintain its 
strength against the others. The former situation can be viewed 
as having a beneficial impact on Italy's trade balance by lowering 
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the cost of the dollar-denominated oil and raw material imports 
while offering the opportunity for Italian exporters to improve 
their competitiveness within the EC. 


ECONOMIC POLICIES 


Fiscal Policy 


In an effort to slow inflation and improve the balance of payments, 
the Cossiga Government and its successor (the Forlani Government, 
which took office in October) adopted fiscal policies with the 
objective of restraining domestic demand, particularly consumption, 
and making resources available for investment and export. Thus, 
taxes on many consumer items (including gasoline) were raised, 
public service tariffs were increased, tax enforcement was 
strengthened, and some collections were accelerated. On the sup- 
ply side, some social welfare costs paid by employers have been 
shifted to the Government and export financing has been increased. 


In 1980, the deficit of the enlarged public sector, which in addi- 
tion to the central government includes regional and local govern- 
ments and publicly owned companies, is expected to total 37,500 
billion lire. This is a slight increase in absolute terms above 
the 1979 deficit (33,130 billion lire); however, for the second 
consecutive year, the deficit has declined as a share of GDP--from 
12.3 percent in 1979 to just above 11 percent in 1980. This is 
only partially attributable, however, to government austerity since 
accelerating inflation has boosted revenues at a faster pace than 
expenditures. Also, the recent frequent changes in governments 
have meant that some expenditures have been delayed. 


The implementation of the Government's fiscal policy has not been 
smooth. The Cossiga Government fell in September when it was un- 
able to win the necessary Parliamentary approval of the emergency 
economic package, which included the fiscal measures mentioned 
above, proposed in July. The Forlani Government was able to re- 
impose these measures in November. 


Monetary Policy and Interest Rates 


Through the first half of 1980, the Bank of Italy's overall mone- 
tary policy was such as to enable the financing of an emerging 
balance-of-payments deficit while accommodating a rise in nominal 
GDP at a more than 25 percent annual rate. However, by mid-year 
it was becoming clear that Italy's economic performance--primarily 
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as reflected in its current account and inflation performance--was 
jeopardizing Italy's commitment to remain within its EMS limits. 
The root cause was an overheated economy and continued government 
inability to do anything about it through fiscal restraint. Wide- 
spread anticipation of an inevitable lira depreciation threatened 
the BOI's heretofore-successful policy of supporting the lira 
through financing of current account deficits by capital inflows. 
Consequently, at the end of June, the BOI announced new and very 
tight restrictions on bank domestic lending in lira. There is 
little doubt that these are sufficient to insure a slowdown in GDP 
growth by the end of 1980. This in turn should bring an improve- 
ment in the trade situation. In addition, due both to the tight- 
ness of domestic credit and perceived lira stability, capital 
inflows (including foreign borrowing by commercial banks) have 
returned to their previous magnitudes, thereby financing most of 
the current account deficit. These capital inflows, while to some 
extent offsetting the stringency of domestic credit restraint, 
don't appear to negate it. 


Interest rate developments have reflected the tightened credit 
policy, the high rate of inflation, and the unsettled political 
situation. On September 29 (the Monday following the collapse of 
the second Cossiga Government), the BOI raised the discount rate 
to a historic high of 16.50 percent as part of an emergency lira- 
defense package. However, it was anticipated that this increase 
would be rescinded once a new government was able to implement a 
series of new fiscal measures. 


Following the last increase in the discount rate, the commercial 
banks' prime lending rate was increased from 19.5 to 21 percent. 
The 6-month Treasury bill rate at the end of October was over 16 
percent, up 3 percentage points from the beginning of the year. 

The yield on long-term Treasury bonds rose to 16 percent in Septem- 
ber, up two percentage points from the beginning of the year. 
Neither the absolute level nor the amount of increase in the yields 
seems particularly high considering that inflation in 1980 was 
running at over 21 percent, up from about 16 percent in 1979. 


Industrial and Energy Policy 


A principal objective of the Government's economic program has been 
to revitalize the industries "in crisis," which include the auto- 
motive and chemical sectors. The emergency economic package intro- 
duced in July (and then reintroduced in August and October) in- 
cludes several provisions to aid specific firms (e.g., the SIR 
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chemical group) or provide financing for particular sectors (under 
Law 675) or geographic regions (the Mezzogiorno). As of the begin- 
ning of November, the Parliament had not approved these measures. 
The new Forlani Government is also committed to develop, by the 
beginning of 1981, a medium-term program that addresses the struc- 
tural problems that Italian industry faces (e.g., lack of labor 
mobility, shortage of risk capital). This program may be delayed 
by emergency measures to deal with the November 23 Mezzogiorno 
earthquake. 


The basic thrust of the Government's energy policy is (1) to main- 
tain access to adequate supplies of oil; this is being done by, 
among other means, permitting oil prices to keep up with the 
average price of petroleum products in Western Europe (e.g., gaso- 
line now sells for 775 lire per liter or approximately $3.25 per 
gallon); and (2) to push ahead with efforts to increase available 
supplies of natural gas and the use of nuclear power and coal in 
the production of electric energy. In conjunction with the medium- 
term industrial program, the Government has completed a new and 
comprehensive energy plan for the 1980-90 period. In the recent 
past, several energy plans were proposed but were not approved due 
to opposition from various interested parties. It remains to be 
seen whether the Forlani Government will be more successful in this 
area than its predecessors. 


OUTLOOK FOR 1981 


Domestic Economy 


Little or no real growth is forecast for the Italian economy in 
1981. The economic downturn that developed in the latter part of 
1980 is expected to continue into the second quarter of 1981. 
Growth is expected to resume in the second half of the year as 
Italy's EC export markets recover. Current estimates for real 
1981 GDP growth are in the 0-1 percent range. The 1981 growth 
rate could even be negative if the 1980-81 recession is deeper 
than expected. A more expansionary fiscal policy may emerge at 
that time; in fact, the Government has recently proposed a reduc- 
tion in income tax rates to take effect July 1, 1981. This cut 
may be reversed, however, given increased revenue needs to fund 
relief and reconstruction after the November 23 earthquake. 


The slowing of economic activity in 1981 should provide some eas- 
ing of inflationary pressures. However, the widespread indexation 
in the Italian economy and the great dependence on foreign oil 
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make a dramatic reduction in the inflation rate unlikely. For 
budget-planning purposes, the GOI has estimated nominal GDP growth 
at 18 percent. Assuming 0-1 percent growth in 1981, this implies 
an increase in the GDP price deflator (i.e., inflation) of 17-18 
percent. 


As noted previously, monetary policy has been particularly restric- 
tive since the end of June when the BOI tightened the limits on 
domestic lending in lira. As the economy slows down and the For- 
lani Government implements its policies to restrain domestic con- 
sumption, the Bank may be able to consider an easing of monetary 
policy. This would be consistent with the Government's aim of 
stimulating investment (compared with their U.S. counterparts, 
Italian firms are highly leveraged and more sensitive to credit 
cost and availability) and could help move the economy into? recov- 
ery. 


Balance .oof Payments 


The huge swing in Italy's trade position between 1979 and 1980 is 
attributable primarily to (1) a 75 percent increase in crude oil 
import prices, (2) continued strong import demand and the tendency 
for goods normally destined for export to be sold domestically, and 
(3) loss of competitiveness in export markets due to Italy's high 
rate of inflation. With respect to the first factor, it can be 
assumed that, at a minimum, nominal oil prices will not drop in 
1981 and consequently, if the oil bill is to decrease, it could do 
so only through reduced demand. In an October 1980 speech, the 
Governor of the Bank of Italy attributed the sharp trade balance 
deterioration in 1980 (other than oil) more to the second factor 
than to the third. If this is the case, the trade balance should 
improve in 1981 given lower GDP growth than that in 1980. However, 
with a 20-21 percent inflation rate in 1980, it is certain that 
Italy's competitive position at the beginning of 1981 will be 

worse than at the beginning of 1980--implying continuing difficulty 
for Italy's exports. 


On balance, it is probable that Italy's balance of trade will show 
a substantial improvement from 1980 but still record a sizable 
deficit. In addition, it is likely that the large 1980 surplus 
for services and transfers will record another increase in 1981. 
The net effect of all of this, barring unforeseen external shocks, 
should be a much improved--though still negative--current account 
in 1981. 
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It is very difficult to foresee exchange rate developments in 1981. 
However, the Government remains committed to maintenance of the 
lira within the EMS and is convinced that a general devaluation of 
the lira would be useless since any improvement in export perform- 
ance could be overshadowed by increased oil and raw material im- 
port bills and the domestic inflationary impact of their increased 
prices in lire. 


Implications for the United States 


With the figures for the first 6 months of 1980 showing a bilateral 
trade surplus of over $1.3 billion in favor of the United States, 
it is clear that the 1980 yearend figures will at least triple the 
1979 U.S. surplus of $615 million. While part of that deficit with 
the Unifted States is a result of Italy's decline in exports in 
favor of domestic consumption (see Outlook for 1981, Balance of 
Payments section), increased imports of U.S. goods account for a 
much larger part of the deficit than do decreased Italian exports. 
In January-June 1979, Italy's imports from the United States 
totaled $2.5 billion, while imports during those same months in 
1980 came to $3.3 billion. This increase of 35 percent in imports 
from the United States is well above the drop in Italian exports 
of 11 percent for the same 6-month periods in 1979 and 1980. While 
U.S. market share should register another increase in 1980 (U.S. 
share registered in 1979 was 7 percent compared with 6.5 percent 
in 1978), this may drop back slightly in 1981 when the economic 
downturn and slowed growth rate will probably result in a cutback 
of nonessential imports. Overall U.S. performance in Italy should 
remain good, however, and, with the exception of occasional spe- 
cific problems in regulatory, exchange control, and judicial 
areas, the treatment of U.S.-origin imports should remain 
unchanged. 


The same sectors reported in the September 1980 Trends Report re- 
main important, i.e., machinery and equipment, chemicals, and 
agricultural products. Because of continued demand for high- 
technology new products, the U.S. International Marketing Center 
(IMC) in Milan has given special attention to promoting the full 
range of data processing equipment. Efforts have included an 
official U.S. pavilion of computers, word processing, and office 
equipment at the September "Fiera del Levante" held in Bari and 
the staging of the EDP U.S.A. show featuring computers, peripher- 
als, and software in Rome in November. Future plans include the 
10th edition of EDP U.S.A. to promote computers, peripherals, and 
software, which is planned for June 1981. Both shows will be held 
in the Milan IMC facilities. 
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Recent gains have also been made by U.S. producers in low- and 
medium-technology areas as well. U.S. participation in the two 
Italian footwear shows held every March and September, for example, 
has resulted in the entry of several U.S. footwear manufacturers 
into the Italian market. The 13 companies in the U.S. pavilion at 
the September show had off-the-floor sales of $1.3 million with 
expected additional sales of $18.7 million. These positive results 
have prompted planning for U.S. pavilions in both of the 1981 shows 
in Bologna. 


U.S. Sales Prospects 


The product categories that appear to have the best medium-term 
prospects for export sales from the United States are, in priority 
order, as follows: 


Computers and peripherals 

Electronic components 

Business equipment 

Telecommunications equipment 

Aircraft and parts 

Analytical and scientific instruments 

Printing and graphic arts equipment 

Electrical generation and distribution equipment 

Pollution control equipment 

Food processing and packaging equipment 
11. Hotel and restaurant equipment 


Licensing and Joint Ventures 


While licensing opportunities in such diyerse fields as air- 
conditioning equipment and jet propulsion systems have been re- 
ported recently, most licensing and joint venture opportunities 
for U.S. firms are likely to be found in the energy field and in 
engineering/construction projects. With regard to the former, 
there is particular interest in solar and biomass systems. In 

the case of engineering/construction joint ventures, Italian firms 
Many times seek partners and/or supplies for turnkey projects in 
Italy, the Middle East, North Africa and occasionally in less 
developed countries. Notice of such opportunities is reported in 
the Trade Opportunities bulletins and the "Business America" maga- 
zine published by the U.S. Department of Commerce. 





Investment 


Labor unrest and politico/economic uncertainties continue to play 
a significant role in Italy's inward investment picture. New in- 
vestment in 1979 was less than the 1978 $700 million figure but 
still amounted to $673 million. The U.S. share of that gross fig- 
ure was $73 million. Net investment was down substantially, how- 
ever, and amounted to only $361 million. Of that sum, the U.S. 
portion was a mere $6.5 million. The difference between the gross 
and net figures for the United States can in large part be ex- 
plained by one large disinvestment in the food sector, alone 
amounting to over $40 million. The Italian chemical sector also 
saw substantial disinvestment by foreign investors, although in- 
terest in specialized chemical subsectors has resulted in recent 
new investment by U.S. firms. While it is obvious that many po- 
tential foreign investors are proceeding cautiously, others--as 
evidenced by the $673 million of new investment--continue to find 
Italy an attractive investment option. This is particularly so in 
southern Italy (the Mezzogiorno area) where legislated incentive 
programs make soft loans, tax holidays, and, in .some cases, grants 
available to investors. This legislation is currently the subject 
of some controversy as it has been extended in its current form 
for one additional year (through 12/31/81). The interest being 
taken in the programs by all political forces will insure that 
they receive considerable attention in coming months. 
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